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Chief, Accounts Branch

Balance in Headquarters Account No. 195.0, Accountability of
Becentralized Installations - Relating to Supply Control
Center,

An apelysis has been msde by the undersigned of the records and files
pertaining t0 the subject sccount snd set forth belov are background
information and discussion of the operatione of the SCC, conclusions, end
my recoumendation as to the disposition of the credit balance in the
se¢ount. Work papers end enalysis schedules (Nos. 1-35) in support of
the analysis are on file in the Property and Fiscal Unit.

1. The Supply Contrel cm-.er, which began operstions in 25X1ABa
Decexber 1953 had the responsibility for maintsining finencial property
scocuntebility records covering tallationa, ss follows:

R. The BCC was cq;dmaea with Iﬁi machines and the oversll processing
became ¥nown a8 the "Machine Method." The system ves designed to provide
that individusl property documents evidencing receipi, lssue, or shipment
of materiel ware to be forverded to the BCC for recordstion of the trans-
setion in the FPA records. HMeanvhile, the financial tmamﬂm ,pert;in-

from various sources: Cless A Stetions financiel reporte cash |
wmmts; Defense Department billings for credit procurement; and,
property focuments for transfers between stations and Reslgquarters.

3. A monthly reconcilistion between the sccountabllity ecknowledged
By BCC snd the mccountablility sccount maintatned by Headquarters was
Jaepared for sbout six monthe sfter the esisbliskment of the 8CC; however,
this wes discontinued and subseguent therete, only periocdic reconcilistions
vere mede by vategories, e.g., eredit procurement, fers, ete., with
sarrespondence wiﬁiateﬂ. between 8CC and Headquarters vhen adjusting entries
were rejulred to bring the accounts into balance. Some of the reconciled |
worksheet balences were brought forvard on the worksheets om the assumption
that the sdlusting entries would be made. The 5CC submitted monthly listings
of sdjustnents that had been malde but no follow up was made by Headquerters
on the items thset hed not been adjusted and the files 40 not revesl that a
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3. {(Cont'a)
cumilative record of open items was mainteined. The lack of records and
doopmentatdon make it lupossidble to reconstruct the accounts and 1% must
be essumed that the differences represent unprocessed transsctions end
ming enptries on the part afmﬁea&qumﬂ and 8CC dating back

k. In early 1956 the decision was made to decentralize property
mﬁw, placing the responsibility at the larger stations for their _
3 st Headquarters for the smaller statioms. In April 1956, 25X1A
was the first independent FPA station, followed by [
Moy, and the others leter in the same year.

. 5. ke 8CC transferred its accounts to the various field stations
wd to Bealguarters, and by the end of November 1956 was out of opers~
tion. As 5CC made the various transfers, Headguerters mede corresponde
ing entries to clear BUC's mecoount and charge the stationms.

6. A temporary credit balance in the SCC 195.0 Account wes expected
until such time as the Class A sccountings reflected peyments for all
yroperty slreedy processed through the 8CC records. Credit in the
Agoount 195.0 had been given for this property at the time it was trans-
ferred 1o the other stations. However, the gap between debits and
eredite falled o close, but instesd widened as in-transit sccounts for
property presumably undsy the manual mtm vere cleared.

7. By the end of Fliecal Year 1959, except for minor aijustments,
the sction in the S5CC Account 195.0 hed cemsed. The Type I FRA statim‘
seeounts were bﬂ.ng recomciled monthly and had been purged of most items
possibly perteining to the old BCC days. The large discrepency between
BCC as of ite cloging dste end the sccountability for ECC on Heade
quarters bocks hed to have some other source.

' 1. Ap enalysis vas made of all Headquarters' and SCC's postings
by type of ireusactions: cash procurement; shipments tetween SCC, Head~
guarters, and other stations; procurement from the military, etc. The
prpose vas 1o loealize the major discrepancies betwveen Headguarters'
oand BCC's pecords by types of {ransactions, as the anslysis of the
detall of individusl vouchers would not be pessidle without a 100% audit
of thousends of transections, the documentstion for which would have
besn et the fleld stations but has since been destroyed.

@. In the course of the enslysis, errors om ma:mma vouchers
wvare noted and where significant in smount and vhere specific adjust-
ments ware in ordsy, they were made only in the workpapers to arrive
at an overall adjusted balance. Forwal entries in the books of account
have pot been made beceuse it was folt that one overall recording
clesring the existing credit balance dased upon the explanstions of this
balence by the reviev of transactions would be prefereble.
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3. After the vork paper edjustments mentioned sbove, which include
the reversal of an amount written off in 1957 not identiffed to categories,
the tolal gcredit balance was determined to be the result of &iscrepancies
in the following cetegories:

25X1A1a

& Cash Proturesment

_ Easod on the review of two of the ststions records mnd reports,
the waln reason for the large discrepaney in this category sppears to be
that 8CC recorded property documents and Headguarters posted from the
stations' finenciel accountings., The ststions 414 not report all yrop-
srty as property subject to finsnciel control on the finsmoctal account-
inges; this being particulerly true of expendable items. Apparently

- when a comperison of financial accountings! listings (E-l Schedules)
with 8CC postings vas made, the check ves limited to verifying that
all items on the finencial sccountings were on the SCC listings and
st the sams value; the reverse check as to vhether all 800 postings
were reported on the financial accounts was not made. This was
ot wusual in as mach &8 there vas no clearing account at that time
25X1A or suspense listing of SCC documente until they appeared on a finen-

eial scoounting. ,

@, lateral Shipments ¢ snd From 85CC
1. These lgtersl shi nﬁmm&dmmmﬁa&
April - Novexber 1956 - 1, when the Pirst independent

station wes established; snd Novesber, when SCC wes closed

-3
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e. Lstersl Shipwents To snd From SCC {Cont'a)

2. The lerge dlacrepancies seemed to occur during the
tranaition period vhen certain large ststions were becoming
independent from SCC. Hesdguarters ves using ap in~trsnsit
elearing account for shipments between these stations and
#0C which required acknowledgment by both parties to the
transsction In order to clear the sccounts.

3. Two different systems of recording the SCC portiem of
the traneactions vere employed, both of them based upon the ob-
Jective of clearing the independent stations' in-trsnsit
secounie. For the period April - June, the transactions
reported by SCC vere not posted, but based upon the independent
stations' aclmovledguents, SCC's Account No. 195.0 vas debited
ar aredited dspending upon the direstion of the shipment.
iz was @ policing ection to clear the indspendent stations’
in-transit accounte after the closing of BCC. For August -
Hovenber period, the SCC transections vere posted in the
expct emount ss recorded oo SCC yecords, and meny of them
olaared the In-transit sccount when the independent stebions
efinoviedged. When the independent stetion failed to scknowe
ledige and oould not ldentify the shigment, SCC ves re-charged
in a mmber gr instaa;%s. This obviously contributed to the
revoneliling items. - assumption wes thet documents prior
%o the dscentralized system vere involved and vere clesred
internslly on BCC records. However, there was no reconcilia~
tion of 80C's vecords with Headquerters st this time and
these items 4id vot surfsce ss discrepuncies. Effort, on
the contrary, wes centered upon clesring the independent
stations' in-transit scoounts.

h. Considering the large pumber of documents processed, the 25X1C
of reconciling documents were perhaps omly 200 in mumber,
vyl Bl Yare L} LES R IT. A I SRRl s o B0 &t £}
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tte off of the 1 station %o the
deteched station procedure at the time SCC closed down.
4. GShipments To sud From Headguarters
1. Ehigments te 5CC from Hesdquarters were out of balance
for & varlety of reasons and in smounts which were fairly large,

b because there were both debits and credits, they lurgely
offzet esch other doller wise.
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3. {Cont'a) |
4. Shimments To end From Hesdquerters (Cont'd)

2. Shizwents to Headguarters were in substantiel sgreement
exceyt for s shipment of ordnance materiel (Approx. $62,000)
snd commo equipment {$56,000) not entered on 8UC records hut
received and posted by Hesdquarters. In these instances the

end - TEM ldstings &1d not provide any cross yeferencing
%o the shipping station's credit voucher number end e search of
ﬁ -8&;&&:@5 under the appliceble eode 414 not reveal such
phipments.

Y

1. Tue review thet was mafle of the property ectivity of two stations
oncerning cesh procurement, the category with the
largest difference, would indicate that the primary resson for the difter-
snces is that many ltems of property recorded by the SCC were not reported .
83 such in the financisl sccountings io Hesdquarters.

2. In the other categories, it would sppear that the differences are
result of jmproper accounting treatment particulsrly during the period of
liquidation of the SCC.

3. To viev of the fact that 1t would be impossible to meke 8
ocplete dstall analysis in order to resolve the differences that somprise
the z halanee in Account No. 105.0 (8CC), and since the balance is
ouly the result of deficiencies in scocunting elessificatlons, pricing
und extension &ifferences and does not represent deficiency in the physical
receiving snd disposition of Agency sssets, 1t would not eppear practical,
or econmmicsl to devote muy more time to determine the adjustments that
would be pecessary to completely liquidste the credit balsnce. ,

k. Cuzrent procedures with respect to property iransactions provide.
for the current reconciliation and follow-up on differences and have
eliminsted the wesknesses in the maintainence of the property control
secounte et Besdquerters which existed during the period the Supply Control
Center was in opersilon.

3t is therefors recommended, in view of the circumstences ss stated
sbove, that the crefit balance being carried in Account Ho. 195.0 Bupply
Contyol Center, MMM ve written off to Account ¥o. 450.0 = Invested

and Denated Capltal.
i >
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